DW 01-193
VH TE ROCK WATER COMPANY, | NC.
Petition for Increase in Pernmanent Rates

Order Approving Stipulation of the Parties and
Granting Recovery of Rate Case Expenses

ORDER NO 24,033
August 9, 2002

APPEARANCES: Jordan, G roerer & Weddl eton by David W
Jordan, Esqg. on behalf of Wite Rock Water Conpany, Inc.; and
Marcia A. B. Thunberg, Esq. on behalf of the Staff of the New
Hanmpshire Public Utilities Conm ssion.
l. BACKGROUND AND PROCEDURAL HI STORY

Wi te Rock Water Conpany, Inc. (Wite Rock or the
Conmpany), a small water system serving approxi nately 96
custonmers in a limted area of the Town of Bow, New Hanpshire,
filed with the New Hanpshire Public Utilities Comm ssion
(Comm ssion) on Novenmber 27, 2001 a request for increased rates
along with a revised tariff page and supporting docunentati on.
Wi te Rock proposes an overall increase in the Conpany’ s annual
revenues by an anount of $16,864 or 32 percent, effective
Decenber 27, 2001

By Order No. 23,874 (Decenber 21, 2001), the
Commi ssi on suspended the proposed rates and schedul ed a
preheari ng conference and technical session for January 15,

2002. No requests for intervention were filed. During the

techni cal session, the Conpany and the Comm ssion Staff (Staff)
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agreed upon a procedural schedule that the Conm ssion approved
by Order No. 23,903 (January 25, 2002).

Staff conducted di scovery and propounded data
requests. On April 9, 2002, Staff submtted the direct
testi nony of Douglas W Brogan, Jayson P. Laflanme and Janes L
Leni han. On May 20, 2002, the Conpany and Staff nmet to di scuss
settlenent. Settlenent discussions produced a Stipul ation of
the Parties (Stipulation) which was signed by the Conmpany and
Staff on June 17, 2002 and filed with the Conm ssion on June 18,
2002. In addition, on June 18, 2002, the Conpany submtted rate
case expenses and supporting docunentation for Staff’s review
The Company requested recoupnent of $9,982.75 in rate case
expenses.

On June 24, 2002, the Conm ssion heard testinony in
support of the Stipulation. At the request of the Conpany and
Staff, the Conm ssion deferred consideration of the rate case
expenses pending review and recommendation by Staff. Foll ow ng
t he hearing, the Conpany and Staff met to discuss the rate case
expenses. The Conpany and Staff reached agreenent on the
Conpany recouping $9,000 in rate case expenses. Consistent with
past Conm ssion practice regarding recovery of rate case
expenses, Staff recommended a surcharge on custoner bills. Staff

further recommended that such recovery be acconplished over
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ei ght quarters and Staff submtted this proposal to the

Comm ssion for approval on June 28, 2002.
1. STIPULATI ON OF THE PARTI ES

A. Pernmanent Rate | ncrease

The Conpany and Staff agreed to a permanent rate
i ncrease, based on a 2000 test year, that would provide the
Conpany with an increase in its annual revenues of $6,119 or
11. 67 percent. Staff and the Conpany agreed to utilize the
foll owi ng conmponents in its calculations: a rate base amount of
$94, 734; an adjusted net operating incone anount of $3,855; a
rate of return of 9.98 percent; a deficiency before taxes of
$5,599; and a tax factor of $520 or 91.50 percent.

B. Step Adjustnent

The Conpany and Staff agreed to one step adjustnent to
t he permanent rates to be effective not later than with services
rendered on and after the effective date of the Comm ssion’s
permanent rate order in this proceeding. The proposed step
adjustnent is intended to provide for recovery of the cost of a
certain well deepening project that was conpleted after the
close of the historical test year, but before the revised tariff
was filed. The parties agreed to an increase in the revenue
requirenent resulting fromthe step adjustnent in an anmount of

$1,883 or 3.21 percent. 1In calculating the step adjustnment, the
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Conpany and Staff agreed to utilize the follow ng conponents: an
addition to rate base of $13,089; a rate of return of 9.98
percent; a net operating income requirenent before incone tax
adj ust nent of $1,306; a tax factor of $122 or 91.50 percent; and
an annual depreciation expense figure of $455.

C. Rate Design

The Conpany and Staff agreed that the increase in
rates shall apply only to the consunption charge. The resultant
new rate will consist of the existing custoner charge of $20.00
per quarter plus the new consunption charge of $6.94 per hundred
cubic feet of water usage. The Staff indicated at hearing that
this rate design approach was selected in order to encourage
conservation of water in a systemthat continues to have supply
concer ns.

D. Engi neering |ssues

White Rock and Staff agreed to a nunber of
requi renents to be undertaken by the Conpany in order to address
a nunber of engineering concerns raised by Staff. The
Stipulation requires the Conpany to seek access to adjacent
properties for exploration purposes, and to enploy a
hydr ogeol ogi st and an engi neer to exam ne possible sites as well
as the associated costs. The Conpany is required to report its

findings to the Conm ssion by July 1, 2004.
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The Stipulation also requires the Conpany to seek
grant fundi ng avail able through the U. S. Environnental
Protecti on Agency that could result in the upgrading of its
arseni c treatnent.

In order to alleviate custoner inpacts and reduce
system | eakage, the Stipulation requires the Conpany to
i nvesti gate whether system pressures could be reduced to a nore
acceptabl e range. The Stipulation also requires review of the
| ocation and pressure settings of the system s pressure-reducing
val ves. The Conpany is required to report its findings relating
to the pressure issue to the Conm ssion within six nonths.
Finally, the Conpany is required to provide reports on a
bi annual basis through July 1, 2004 pertaining to | ost water,
progress on its supply investigation, as well as any other
capital inmprovenents that it may undert ake.

E. Managenent |ssues

The Conpany currently does not carry property or
l[iability insurance coverage. The Stipulation requires the
Conpany report to the Conm ssion, on or before Decenber 31,

2002, on the availability of third party and two party insurance
for the Conpany and/or its assets, the cost of such insurance,
and i f the Conpany has chosen not to purchase such insurance,

the reasons for the decision.
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F. Effective Date

The Stipul ation recommends the new rate becone effective
for all water consuned after the date of the Comm ssion’s order
fixing the rate. In bills rendered after the date of such
order, the Conpany shall pro rate the consunption charge on a
per di em basis.

[11. COW SSI ON ANALYSI S

The record indicates Wiite Rock originally requested
an increase in customer rates from $5.99 to $8.10 per hundred
cubic feet. This increase would have raised present rates by 32
percent. The rates proposed in the Stipulation would result in
an annual bill of approximtely $690.72. (Hearing Transcript of
June 24, 2002 (“6/24/02 Tr.”) at 9 lines 4-9.) This is an $83
or 11.67 percent increase over present levels for an average
residential user. (6/24/02 Tr. at 9 line 8)(Exh. 2, Stipulation,
Sch. 1).

The Commission is authorized to fix rates after notice
and hearing pursuant to RSA 378:7. The Conmission is obligated
to investigate the justness and reasonabl eness of the proposed
rate. FEastman Sewer Conpany, Inc., 138 N H 221, 225 (1994).

To this end, we have considered the Stipulation as well as the
supporting testinony provided at the hearing and we find the

ternms of the Stipulation consistent with the public interest.
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Staff testified at the hearing that out of the 10
water utilities Staff surveyed, Wiite Rock had the highest |eve
of Administrative and General Expenses and the second hi ghest
Oper ati ons and Mai nt enance Expenses per custoner. 6/24/02 Tr.
at 19, lines 3-17, citing Exh. 5, Att. JPL-2.

We concur with Staff’s concerns regarding the relative
| evel of the Conpany’s Qperation and M ntenance Expenses and
more specifically its Admnistrative and General expenditures.
W see this as a mpjor driving force behind the Conpany’s rate
levels. W affirmStaff’s urgings to the Conpany that it strive
towards greater efficiencies in the expenditures it incurs to
nore effectively operate this water system

In addition to a pernanent rate increase, the
Stipulation al so proposes a step adjustnent. The Comm ssion has
approved step adjustnments in cases where significant investnents
in plant are |likely to cause an earnings deficiency for the
utility. Step adjustnents are best characterized as addressing
expendi tures of an extraordinary nature. Northern Bare Steel
Repl acenent, 84 NH PUC 573, 575 (1999). Here, the purpose of a
step adjustnent is to allow the Conpany recovery on a well
deepeni ng project that occurred subsequent to the test year of
2000. For a conpany this size, this can be considered an

extraordi nary expense. The step adjustnent will enable the
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Conpany to maintain a reasonable return while precluding the
need for another rate case filing. For this reason, we believe
that al |l owance of the proposed step adjustnent is consistent
with our obligations under RSA 378:7 of ensuring just and
reasonabl e rates.

At the hearing, Staff expressed concern over Wite
Rock’s future water supply. Testinony by M. Brogan in support
of the Stipulation noted that the current safe yield of the
systenis three wells appears to be | ess than half of Departnent
of Environnental Services requirenents, and that mandatory usage
restrictions have been inposed for at |east the |ast eight
years. M. Brogan also indicated that all three wells on the
systenmis snall well |ot have been substantially deepened over
approximately the sanme tineframe in an effort to secure
addi ti onal supply. He cautioned that the loss of a well, a
reduction in output, or other factors could quickly place the
systemin trouble. Gven the lead tinme involved in devel oping a
new source of supply, M. Brogan expressed his support for the
Stipulation requirenents addressing this issue.

We find the Stipulation’s engineering-related
provi si ons reasonable. W agree, given the tenuous state of the
Conmpany’s current supply situation, the Conpany shoul d begin

expl oring new supply sources diligently. The Stipulation
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outlines steps toward ensuring the systenis future
sustainability. Should the existing supply be di mnished or

t hreat ened during the Conpany’s investigation, however, we
reserve the right to revisit the Conpany’s | evel of exploration
or devel opnent. Not to be overl ooked, we conmmend the Conpany
and its current operator for managing the present supply and
greatly reducing the percentage of water |ost.

W find the arsenic treatnent actions identified by
the Stipulation are appropriate. The reporting schedule wil]l
al | ow ongoi ng review of the Conpany’s progress.

Furthernore, we understand the Conpany currently does
not maintain property or liability insurance coverage. W also
understand that after September 11, 2001, insurance pren uns
have risen in general. Notw thstanding the cost issue, we
believe it prudent for the Conpany to investigate whether
coverage is available and report its findings by Novenber 30,
2002.

Concerning rate case expenses in this docket, the
Conpany originally submtted docunentation in support of
approximately $9,983. As a result of discussions between the
parties, the Conpany and Staff recommended approval of $9,000 in
rate case expenses and that it be recovered through a surcharge

on custoner bills over a period of eight quarters. This
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translates into an $11. 72 surcharge per custoner per bill for
those eight quarters. W approve the rate case expenses as wel |
as the nethodol ogy for collection recommended by the Conpany and
Staff.

In light of the foregoing discussion, we find the
proposed resol uti on between the Conpany and Staff in this case
wWill result in just and reasonable rates and is in the public’s
i nterest.

Based upon the foregoing, it is hereby

ORDERED, that the Stipulation of the Parties reached
bet ween White Rock and Staff in this matter is APPROVED, and it
IS

FURTHER ORDERED, that rate case expenses in the anount
of $9,000 to be collected through a custoner surcharge over a
period of eight billing quarters is APPROVED, and it is

FURTHER CORDERED, that Wite Rock shall submt a
conpliance tariff within fourteen days in conformance with this
order; and it is

FURTHER ORDERED, that the rate increase shall be
effective as of the date of this order on a service rendered

basis as provided for in the Stipulation.
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By order of the Public Utilities Comm ssion of New

Hanpshire this ninth day of August, 2002.

Thomas B. Getz Susan S. Cei ger
Chai r man Conmi ssi oner

Attested by:

M chell e A, Caraway
Assi st ant Executive Director

Nancy Brockway
Conmm ssi oner



